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August 12: Government and opposition forces are fighting economic battles by composing and
leaking sensational anonymous documents and attributing them to the other side. One apocryphal
memo the opposition circulated widely last week warned bankers the government was about to
issue a new Panamanian currency. Panama now uses US dollars as its paper money. Fears that the
government would freeze dollar holdings quickly spiraled, forcing Noriega in an August 12 speech
to deny the government had any plans to issue new currency. But many depositors interpreted
Noriega's mention of the possibility as a sign that it still could happen, and some panic withdrawals
at local banks ensued August 13, bankers said. The financially strapped government, with a $3.8
billion foreign debt, has taken few concrete steps to ease the economic decline, resorting primarily
to rhetoric. For example, although the business class is broadly united in opposition to Noriega,
the general tried to convince business people in his speech August 12 that the Defense Forces
would change their style to become "the sentinel of private and foreign investment." August
17: The National Civic Crusade's fourth general business strike was largely ineffective as only a
minority of retail shops and industries in the capital closed their doors. The strike's failure comes
after 10 weeks of protests that have caused an economic slide. The downturn has hurt mainly
middle-class Panamanians who want armed forces commander-in-chief Gen. Manuel Antonio
Noriega to step down and, ironically, has slowed the momentum of their movement. According
to local newspapers, the strike was publicly rejected by the country's principal labor and peasant
organizations. The protest organizers used handbills and word of mouth to also call for a public
demonstration later in the day to protest an order, issued August 4, for the arrest of six leaders on
charges of armed insurrection. The six went into hiding the next day. Next, the Crusade reiterated
its commitment to continued opposition, calling for a "Youth March" on August 20, and a "Women's
March" on August 22. A two-day strike July 27 and 28 was considered 90% successful by Crusade
organizers. The August 17 action was originally planned to last three days. But as the opposition's
daily car caravans and pot-banging ebbed last week, the organizers scaled it back to 24 hours. The
economic crunch began to take hold in late July, economists and bankers said, as about a dozen
Panamanian-owned banks stopped authorizing new loans. Local bank credit dried up because
worried Panamanian depositors moved an estimated $700 million to the United States or to foreign
banks operating here, creating a liquidity shortage for several of the smaller banks. Tourism
income dropped 25 percent in just two months, according to economist Guillermo Chapman,
and the slowdown left at least 15,000 people jobless. A US aid freeze that went into effect in July
shook the confidence of foreign investors and customers of about 125 foreign banks with offshore
branches in Panama. Although on paper the United States had earmarked only $20 million for
Panama for 1987, in fact the freeze affects $50 million that was in the pipeline, US officials said.
Romulo Escobar Bethancourt, president of the Democratic Revolutionary Party, the Defense
Forces' political wing, blamed the downturn on a conspiracy by jealous Miami banks to destroy
Panama's international banking center. However, Escobar suggested that if the conflict continues
the government may move toward measures to shore up its union and grass-roots support. He
said he will press to bring down the price of fuel by controlling the prices charged by private gas
distributors and by renegotiating the contract of Panama's one refinery, which is part US-owned.
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August 20: Panamanian riot police, known as the Dobermans, suppressed a demonstration by
university students in downtown Panama City with tear gas bombs and clubs. The violence began
in the afternoon, when the students congregated in front of a church in response to a call by the
National Civic Crusade. According to the Agence France Presse, several hundred students had
attempted to participate in the demonstration. After the Dobermans arrived, they fled for the
university campus grounds. Witnesses reported "dozens of injured"; the exact number was not
known as of late evening August 20. (Basic data from several reports by WASHINGTON POST,
NEW YORK TIMES, AFP, PRENSA LATINA)
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